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Summary 



The African Development Bank Group, including the Bank itself (AfDB) and its 
“soft-loan” affiliate, the African Development Fund (AfDF), is a development finance 
institution based in Abidjan, Cote d’Ivoire. The Bank has 53 African members, as well 
as 24 non-regional members, including the United States. In the mid-1990s, the Bank 
faced management problems and difficulties arising from non-performing loans, but 
reforms launched in 1995 by a new Bank president, Omar Kabbaj, brought new pledges 
of support from the non-regionals. U.S. contributions to the Fund resumed in FY1998 
and to the Bank in FY2000. This report will be updated as events warrant. 



Background 

The African Development Bank Group, including the Bank itself (AfDB) and its 
“soft-loan” affiliate, the African Development Fund (AfDF), is a multilateral development 
finance institution based in Abidjan, Cote d’Ivoire. 1 Both the Bank and the Fund are 
supported by the United States, and when funds are provided they must be authorized and 
appropriated by Congress. 

The Bank makes “non-concessional” loans — that is, loans on terms that 
approximate those of commercial lenders — to creditworthy borrowers, including 
governments, official agencies, and to an increasing degree, the private sector. The Fund 
makes loans on highly concessional terms to the poorest African countries, which do not 
have access to commercial credit. These loans, regarded as a form of economic 
assistance, bear no interest, although there is a .75% annual service charge on outstanding 
balances. They may be repaid over 50 years, including a 10-year grace period. 

The Bank has 53 African members, including both the North African and the sub- 
Saharan countries, as well as 24 non-regional members, including all of the major donors 



1 The Development Fund for Africa (DFA) and the African Development Foundation (ADF) are 
U.S. bilateral assistance programs for Africa. CRS Issue Brief 1B95052, Africa: U.S. Foreign 
Assistance Issues. 
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of development aid to Africa. The Fund has 27 contributing members, including 25 non- 
regionals and South Africa, in addition to the Bank itself. In 1999, the Bank and Fund 
approved 93 loans and investments totaling $1.7 billion in both North Africa and sub- 
Saharan Africa. The Bank Group lent approximately the same amount in 1998, but the 
total number of loans in that year was 133. Of total Bank Group lending in 1999, 
concessional lending by the Fund amounted to $630 million through 70 loans, down from 
$810 million and 1 15 loans in 1998. The Bank Group had 967 employees at the end of 
1999, including 481 professionals. 2 

Origins. The African Development Bank was founded as an exclusively African 
institution in 1964. Most African countries had just become independent amid great 
optimism about the continent’s economic prospects. The Bank’s charter reflected the 
belief that these prospects could best be furthered by self-reliance and cooperation among 
African states, rather than by reliance on outsiders. 3 Nigeria, the leading contributor to 
the Bank, and some other members were very concerned to maintain the Bank’s “African 
character,” but it soon became clear that the exclusively African membership of the Bank 
was limiting the amount of capital that could be raised. Consequently, in 1973, the 
United States and other donor countries from outside Africa were invited to join the 
African Development Fund, which had been created in 1972. 

The sharp oil price rises of the mid 1970's worsened Africa’s capital shortage while 
making it impossible for most African countries to consider increasing their contributions 
to the Bank. In 1976, oil-rich Nigeria did establish the Nigeria Trust Fund at the Bank to 
make development loans, particularly to low-income countries, but the Bank sought 
additional capital to help members cope with mounting economic difficulties. Finally, 
in 1 982, non-regional countries were invited to join the Bank itself, although Bank policy 
limited them to a one-third share. 

Resources. The Bank has two types of resources: paid-in capital and callable 
capital. Paid-in capital consists of funds actually transferred to the Bank by member 
countries, while callable capital, representing by far the largest part of the Bank’s total 
capitalization, is a promise by member countries to provide funds to the Bank, in the 
event lenders to the Bank should demand to be repaid. These two resources make the 
Bank a high-quality borrower, enabling it to borrow money on world capital markets on 
favorable terms in order to lend to African borrowers. 

If the Bank’ s lenders should lose confidence in it for some reason, the United States, 
along with other donors pledging callable capital, could conceivably be called upon to 
assist the Bank from their pledges. Such an event would be unprecedented, however. The 
United States has never had to expend callable capital despite pledges to a number of 
international financial institutions. 4 Callable capital pledges are provided only to the 



2 The information in this paragraph is from African Development Bank Group annual report for 
1999, the most recent report available. 

3 E. Philip English and Harris M. Mule, The African Development Bank (Boulder, Colorado: 
Lynne Rienner, 1995), 19-20. 

4 However, the House report (H.Rept. 106-254) on the original FY2000 Foreign Operations bill 
(H.R. 2606) noted “many concerns” about U.S. participation in replenishing the Bank’s 
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